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REVIEW OF JANUARY 1949 FORECASTS 


T is a good policy for anyone engaged in the business of guessing to take stock 
] cxcasionatiy to see how the guesses are turning out, When these guesses are 

read by thousands of business men, it becomes a moral obligation on the part 
of the guesser to keep close tabs on past prognostications and to leave no stone un- 
turned in the search for data to make future guesses even more reliable. Since 
this is the case, we feel that now, with the year just past mid-point, is a good time 
to review our guesses made in the January 31 issue of the Trends Bulletin (Volume 
XVIII - Number 3). 


The chart at the ieft below was first published in our January 1948 Real Estate 
Analyst, The red dotted line indicated the course we guessed real estate activity 
would follow. The chart at the right shows what has happened since that time. 
So far, our guess has proved to be fairly accurate. In our January 1949 Trends 
Bulletin we said that “the drop in 1949 may not be quite so fast and may even be 
interrupted slightly during the year.” In April of this year, real estate activity 
did rise slightly to 15.8 points above normal from its March reading of 15.5. Again 
in June 1949, real estate activity rose to 15.8 points above normal from its May 
figure of 14.1 (revised). 


On the following pages are other forecasts that appeared on the front page of 
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the January Trends Bulletin and a brief description of what has happened since. 


“Will continue to drop - but perhaps at a slower 
REAL ESTATE ACTIVITY rate.” It has. Real estate activity dropped from 

44.6 to 30.0 points above normal during the first 
half of last year - a drop of 14.6 points. During the second half of 1948 it dropped 
from 30.0 to 22.3 - a drop of 7.7 points, In the first 6 months of 1949 it has fallen 
from 22,3 to 15.8 - a drop of 6.5 points, 


“Most types down - a fewwillmove sideways. Lit- 
REAL ESTATE VALUES tle or no increase.” While the statistics to meas- 

ure real estate values are not nearly so precise 
as those that measure real estate activity, indications are that this guess was cor- 
rect. We have heard of practically no increases in real estate values, and all of the 
brokers to whom we talk tell us that prices are down. Our own sales price index, 
now in the course of preparation, indicates the same trend, 


“At least one year, probably two or more, Little, 
RENT CONTROLS if any, relief - end not in sight.” We hope we will 

be pardoned forour pessimism in this guess, Rent 
control was extended for more than a year, and little relief was afforded the prop- 
erty owners by the new rent bill. On the other hand, while the end of Federal rent 
control is not definitely in sight, it seems obvious that the home rule provision has 
paved the way to its natural demise on June 30, 1950. This is sooner than we hoped 
at the time the January bulletin went to press, 


“Although government action may promote some 
REAL ESTATE recovery, the trend will be down.” The trend has 
MORTGAGE ACTIVITY been down. The latest figure for mortgage activi- 

ty - May 1949 - shows the index at 147.5. At the 
end of 1948 the index reading was 164,2, The drop has been 16.7 points. 


“Some slight increases.” The increases have cer- 
FOREC LOSURES tainly been slight. In December 1948 foreclosures 

were moving at the snail’s pace of 3.4 foreclo- 
sures per 100,000 nonfarm families. By June 1949 the rate had crept up to 3.6 
foreclosures per 100,000 nonfarm families. 


“Government can keep them fairly stable. Any 
MORTGAGE rise will be slow.” We have not heard of any ap- 
INTEREST RATES preciable rise in mortgage interest rates, 


“More increases,” The latest information from 
REAL ESTATE TAXES over 90 cities indicates that the trend is still on 
the up-grade, 


“Lower, but not much,” Construction costs have 

CONSTRUCTION COSTS fallen slightly since the first of the year. In St. 

Louis the cost of building our standard six-room 

frame house has dropped from $14,634 in December 1948 to $14,379 in July 1949, 
(cont. on page 308) 
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1900 - 
1901 - 
1902 - 
1903 - 
1904 - 
1905 - 
1906 - 


ESTIMATED NUMBER OF NEW NONFARM DWELLING UNITS STARTED 
1914 - 445,000 
1915 - 475,000 
1916 - 480,000 
1917 - 230,000 
1918 - 120,000 
1919 - 330,000 
1920 - 247,000 


MONTHLY FIGURES 


240,000 
340,000 
360,000 
400,000 
440,000 
480,000 
480,000 


Jan. 
32,300 
25,700 
41,200 
34,500 
45,000 
17,300 

7,600 
37,500 

39.300 
53,500 
50,000 


Jan. 
32,300 
25,700 
41,200 
34,500 
45,000 
17,300 

7,600 
37,500 
39,300 
53,500 
50,000 


Jan, 


508,400 
618,000 
708,500 
507,100 
322,300 
159,300 
254 900 
872,300 
863,200 
927, 800 


1907 - 440,000 
1908 - 440,000 
1909 - 580,000 
1910 - 475,000 
1911 - 480,000 
1912 - 490,000 
1913 - 455,000 


Feb. 
30,700 
36,900 
43,700 
51,300 
40,100 
13,500 

8,400 
42,400 
42,800 
5u,100 
50,400 


Feb, 
63,000 
62,600 
84,900 
85,800 
85,100 
30,800 
16,000 
79,900 
82,100 

103,600 
109,409 


Feb, 


514,600 
624,800 
716,100 
495,900 
295,700 
154,200 
288,900 
672,700 
870,500 
928,100 


Mar. 
42,900 
46,000 
60,200 
52,700 
33,000 
18,100 
12,300 
62,000 
56,000 
76,400 
69,400 


. Mar. 
105,900 
108,600 
145,100 
138,500 
118,100 

48,900 

28,300 
141,900 
138,100 
180,000 
169,800 


Mar. 


517,700 
639,000 
708,600 
476,200 
288,000 
148,400 
338,600 
666,700 
890,900 
921,100 


Apr. 
42,200 
62,900 
75,200 
59,700 
26,700 
14,300 
18,300 
67,000 
67,100 
99,500 
86,00 


Apr. 
148,800 
171,500 
220,300 
198,200 
144,800 

63,200 
46,600 
208,900 
205,200 
279,500 
255,800 


Apr. 


537,700 
651,300 
693,190 
443,200 
268,400 
152,400 
387,300 
666,800 
923,300 
907,600 


May 
53,300 
57,000 
70,700 
60,600 
33,600 
16,500 
16,900 
67,100 
72,900 

100,300 
95,000 


CUMULATIVE FIGURES 


May 
202,100 
228,500 
291,000 
258,800 
178,400 

79,700 
63,500 
276,900 
278,100 
379,800 
350,800 


May 


541,400 
665,000 
683,000 
416,200 
251,300 
152,800 
437,500 
672,600 
950,700 
902,300 


1921 - 449,000 
1922 - 716,000 
1923 - 871,000 
1924 - 893,000 
1925 - 937,000 
1926 - 849,000 
1927 - 810,000 


June 
45,900 
44,100 
77,200 
46,300 
21,800 
17,500 
20,300 
64,100 
77,200 
97,800 
100,000 


June 
248,000 
272,600 
368,200 
305,100 
200,200 

97,200 

83,800 
340,100 
355,300 
477,600 
450,800 


June 


539,600 
698,100 
652,100 
391,700 
247,000 
155,600 
481,300 
685,700 
971,300 
904,500 


July 
44,200 
57,600 
74,600 
26,700 
24,200 
14,500 
20,100 
62,600 
81,100 
95,000 


July 

292,200 
330,200 
442,800 
331,800 
224,400 
111,700 
103,900 
402,700 
436,400 
572,600 


July 


553,000 
715,100 
604, 200 
389, 200 
237,300 
161,200 
523,800 
704,200 
985,200 


1933 - 


1928 - 753,000 
1929 - 509,000 
1930 - 330,000 
1931 - 254,000 
1932 - 134,000 
93,000 
1934 - 126,000 


Aug. 
51,200 
55,800 
69,800 
27,500 
27,600 
12,800 
17,100 
65,400 
86,300 
86,600 


Aug. 
343,400 
386,000 
512,600 
359,300 
252,000 
124,500 
121,000 
468,100 
522,700 
659,200 


12-MONTH MOVING TOTALS 


Aug. 


557,600 
729,100 
561,900 
389,300 
222,500 
165,500 
572,100 
725,100 
985,500 


(cont. from page 306) 


Sept. 
42,400 
58,400 
67,000 
40,400 
24,300 
11,300 
17,900 
57,600 
93,800 
82,200 


Sept. 

385,800 
444,400 
579,600 
399,700 
276,300 
135,800 
138,900 
525,700 
616,500 
741.400 


Sept. 


573,600 
737,700 
535,300 
373,200 
209,500 
172,100 
611,800 
761,300 
973,900 


1935 - 221,000 
1936 - 319,000 
1937 - 336,000 
1938 - 406,000 
1939 - 515,000 
1940 - 602,560 
1941 - 715,200 


Oct. 

42,900 
66,200 
56, 200 
32,200 
28,100 
10,800 
25,400 
57,800 
94,000 
73,400 


Oct. 
428,700 
510,600 
635,800 
431,900 
304,400 
146,600 
164,300 
583,500 
710,500 
814,800 


Oct. 


596,900 
727,700 
511,300 
369,100 
192,200 
186700 
644,200 
797,500 
953,300 


1942 - 
1943 - 
1944 - 
1945 - 
1946 - 
1947 - 
1948 - 


Nov. 
45,100 
44,900 
46,600 
30,400 
26,100 
11,600 
30,500 
47,700 
79,700 
63,600 


Nov. 
473,800 
555,500 
682,400 
462,300 
330,500 
158,200 
194,800 
631,200 
790,200 
878,400 


Nov. 


596,700 
729,400 
495,100 
364,800 
177,700 
205,600 
661,400 
829,500 
937,200 


496,600 
350,000 
169,000 
225,000 
670,500 
849,000 
931,300 


Dec. 
41,200 
47,000 
32,800 
34,300 
19,500 
10,800 
30,200 
39,300 
58,800 
52,900 


Dec, 
515,000 
602,500 
715,200 
496 600 
350,000 
169.000 
225,000 


602,500 
715,200 
496,600 
350,000 
169,000 
225 000 
670,500 
849,000 
931,300 











a decrease of $255, or about 1.75%, certainly this is not much of a drop. In some 
other cities the drop has been 5% or more. 


For the week ending July 5, 1949, wholesale building material prices were down 
3.9% from their level of a year before but were down 6% from their peak reached in 
September 1948, 


The biggest drop occurred in lumber prices, The wholesale lumber price index 
fell from its August 1948 peak of 319.5 to an April 1949 (latest data) figure of 290.6, 
a drop of over 9%. This is, of course, an average figure; some types and grades 
have fallen more, 


“Also lower.” Through June of this year, esti- 
mates of residential non-farm construction totals 
450,800 units compared with 477,600 for the first 
half of 1948. The 1949 figure is, therefore, 26,800 or 5.6% below that of 1948. In 
our Forecast in the Real Estate Analyst, we guessed that 1949 residential construc- 
tion volume would be 7 1/2% below the 1948 level. At the half way point in the year we 


CONSTRUCTION VOLUME 
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are 98% right in this guess, but think we will be closer by the end of the year. 


Preliminary estimates for the month of June 1949 place that month’s residential 
construction volume at 100,000 units. This total has been exceeded by only one 
other month (May 1948) in the post war construction boom, 


Scattered throughout the January Trends Bulletin were other guesses, Some of 
them cannot be substantiated because enough time has not elapsed, but the fol- 
lowing is as good a check up as is possible now. 


“We believe that residential building will show some decline during 1949 ~ prob- 
ably to about 850,000 non-farm units. We expect that to achieve this figure more 
low-priced homes will be erected,” 


At the present time, residential construction is running slightly ahead of our 
guess, but we believe that our figure of 850,000 units still has a good chance of being 
correct, Figures on the price of homes being built in 1949 are not yet available in 
detail, but by far the greatest residential building is going on in the low-price field, 


“Insofar as the dollar volume of all types of new construction is concerned, we 
think that it will not exceed the total of $17.78 billion of 1948, and may quite possi- 
bly drop below that figure. 


It appears that this was a bad guess. For the first 6 months of this year, the 
total of new construction expenditures amounted to $8.45 billion against $8.16 billions 
for the first half of 1948. Thus, the 1949 figures, so far, is 3.6% ahead of 1948, 
The incorrectness of this guess is accounted for by large increases in public building. 


“There is a possibility that the government will inflate mortgage activity some- 
what by increasing the participation of the FNMA.” 


Although FNMA funds are so near exhaustion that the RFC stopped accepting 
applications on July 6, it seems certain that Congress will move quickly to authorize 
FNMA to buy $500,000,000 more VA and FHA mortgages, 


“We believe that 1949 will see a reduction of cash income for farms and for that 
reason expect to see farm land values level off some time during the later part of 
this year.” 


For the first four months of 1948 cash income from farm marketing reached 
$8,277 million compared with $7,904 million for the same period in 1949, Later 
figures are not available but we expect this trend to continue throughout the year. 
Farm land values have not fallen appreciably except in some of the Southwestern, 
Mountain, and Pacific States, We believe by the end of 1949 that these declines will 
become more general. 


“The government is definitely committed to maintaining rather substantial price 
floors upon farm products and this will forestall any ruinous drops in the price of 
farm products, We do believe that some drops will continue, however, and that some 
of the marginal and less enterprising farm operators will get into financial difficulties 
before the year is over.” 








a 
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The price of farm products has certainly dropped and will probably continue to do 
so, During the week ending December 28, 1948 the index of wholesale prices for farm 
commodities stood at 177.4. Six months later, during the week ending June 28, 1949 
the index stood at 165.2, a drop of almost 7%. 


It’s too soon to receive up to date figures on farm foreclosures but some of our 
country banker friends tell us that the marginal and inefficient farmers are having 
their difficulties and that they (the bankers) are becoming more selective in ‘heir 
lending policies. 


“Farm taxes continued to increase through 1947 (the last available figure) to an 
average of 53¢ per acre. This is within striking distance of the record high tax of 
58¢ per acre reached during the late twenties. We will not be at all surprised to see 
the per acre farm reach a new high during 1948 or 1949,” 


Figures are not yet available to check this guess on farm taxes per acre but we 
still think as we did in January. 


“While expecting some continued decline in the feverish tempo of the boom, we 
believe that 1949 will be a good year for good business men. We think that there is 
a very strong possibility of less anti-business legislation from Congress than at 
first appeared forthcoming. There is even a distinct chance that the tax bill will 
not be so crushing a burden as Mr, Truman apparently envisions,” 


It would have been more accurate to say that “1949 will be a good year in most 
lines.” We know a great many very fine business men in the department store field 
and for some of them 1949 is not going to be a good year despite their business 
ability. 


So far, the 81st Congress has passed very little anti-business legislation. The 
Taft-Hartley Bill is still with us, industry is once more allowed to absorb freight 
costs in selling goods, and the new minimum wage law failed to be enacted, In 
addition, there is no new tax bill of crushing proportions, We did believe, however, 
that a small tax rise would be voted and although we did not say so in the Trends 
Bulletin, we did in the Real Estate Analyst. We are glad we were wrong. 


“When the Administration’s more radical proposals encounter the 81st Congress 
we expect them to be toned down quite a bit.” 


Needless to say, this has happened, Virtually all of the Administration’s im- 
portant legislation has been by-passed, pigeon holed, or altered, The notable ex- 
ception has been the housing bill. 


This bulletin follows our policy of bringing our readers up to date at regular 
intervals on the accuracy of our forecasts. While we certainly find very little to 
cheer about in the declining real estate picture, we can take some comfort from the 
fact that our past predictions have at least given our clients ample warning. 


Some of our critics have been rather sharp in their letters to us, We have been 
told to brush the cob webs from our eyes, and our brains, to stop spreading gloom, 
and to look on the optimistic side. We can see no virtue in optimism simply for its 
own sake; As we have pointed out before, when we stop writing what we believe to 
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INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23,100 cubic feet 

1,520 square feet 

Cost 1939: $ 6,400 

(27.7¢ per cubic foot; $4.21 per square foot) 
Cost today: $14,573 

(63.0¢ per cubic foot; $9.58 per square foot) 
INCREASE OVER 1939 = 128.0% 





FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 

(21.8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $12,730 

(51.1¢ per cubic foot; $10.91 per square foot) 
INCREASE OVER 1934 = 134.0% 








SIX-ROOM FRAME HOUSE* 

Content: 25,376 cubic feet 

- 1,650 square feet 

Cost 1939: $ 5,894 

(23.2¢ per cubic foot; $3.57 per square foot) 
Cost today: $14,379 

(56.7¢ per cubic foot; $8.70 per square foot) 
INCREASE OVER 1939 = 143.5% 





6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3,117 

(25.6¢ per cubic foot; $3.14 per square foot) 
Cost today: $7,496 

(61.8¢ per cubic foot; $7.55 per square foot) 
INCREASE OVER 1939 = 140.5% 





*Costs include full basement, 
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be true, and start writing what we know will be popular, we will lose our right to 
call ourselves “real estate analysts” and will deserve to be known as ‘real estate 
propogandists,” 


Real estate activity, though falling (for 3 years), is still of boomlet proportions, 
Nationally, it is about as good as it was in the last half of 1928 and there is a possi- 
bility that after falling to normal it will bounce around the normal line for a year 
or two before starting down again. Residential construction is certainly in a boom 
of sizeable proportions, There is every indication that 1949 will be high on the list 
of banner construction years, Next year will also be a good year in construction 
though probably not so good as the present one. Thus, while the various real estate 
factors are slanting downward, they are by no means at a low level. There are plenty 
of real estate sales to be made and plenty of houses to be built, and virtually all of 
this real estate and construction activity will have to be financed. Mortgage lenders 


can still put a good many sound loans into their portfolios if they do not become too 
conservative, 














